
bad m. it* prlacipai objective, tbs daveiopumt of a oodana alactrlc 
power ■gwtenu 



wm p«dsjetioa of masSAa? wadpeca vould be iagjosalbie. 
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m country, mt even Hitler’s Oensany, Ms used radio i a a 
aaseive effort to promote stoveralve policy as does the Soviet 
Union. laterally adULlons of words, arguing toe ease for cos* 
ami*, aw Mata&d to toe free World every day. Wifely, I believe, 
toe free World talas# no step# to Jan Ooriauwiet radio propaganda. 

At the see® tiae, toe Soviet Bloc spends met sues to 4* toe 
bnoadeaslw which tod# gsmnaaeat and other free amranerit* besa 
to toe Comuttiet world. They have tried to build an electronic 
irem cuiieln around to* ainde of their w people . 

It le z )0 accident tost toe electronics production is om 
of toe fwrteat growing industries in to® Soviet Union. USSR 
output Increased eight ttees between, 1550 and 195$? to reach a 
level roughly half that of toe electronics industry of toe United 
States. Last year their production of ailitary electronics 
reached ISO per cent of our own. In contrast, Soviet consueere 
received only about 25 per cent of toe W *e sad ©torn* electronics 
which went to American civilians. 

A few sxmtos ago your Institute, as reproMntativee of toe 
electric power industry of toe Halted States, sent a delegation 
to toe Soviet Uhlan. Scase of your asfcer# had m o^oxtmx&w to 
observe firsthand Soviet progress in to® field of electric power. 

Today 1 should like to Share with you mam of uy thoughts 
ok toe Soviet challenge in all it® aspects — asdlitary, eoo^ssic, 
and stove raive« 
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CoiaauBiisE is smmfoa t like electricity, m all-pereuesiw 
end revolutionary force. 

Its loaders am dedicated to achieving a vietory that vUl 
be evidenced 123 / the M^uidatioa of cagp-ltelisw and the e«Br@e»©® 

©f a SevSieiised vorld order. 2be most stml^tforwarS vay to 
aooe«ell«h this objective vsuld he by direct afttttasty action. 

Mown me, large scale allitary attack on the West sec©© to be 
«fl*d out a* a calculated soviet policy, at least vbtt* the unclear 
forms of the Beet wad Beat re mai n la reasonable bailee. 

Severer, the Soviet leaders am sot satisfied vdth the 
current tmlane© of Mlit&ry power to the world. they are mking 
streauouss effort » to achieve a position of stqperlority. k large 
share of their scientific and technical capabilities are devoted 
to research on advanced w^ceas systeras . 

fh® Soviet Union concentrated on ballistic adesllee early, 
ex^loitixe the aany (Persian assets at the dose of World m? 11 . 

$hay had a native progress underway by 1946 which was given a high 
priority. % iefesmry of 1959, Marshall ifeUaovsky, the Soviet 
Minister of Defense, could say, 

’“23® are*d forces (haw been equipped) with m 
whole aeries of solitary ballistic rockets of Inter- 
continental, continental, long, sediisa, m& short range. " 
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At Id*® asm t tm they am building fbmtdftbl# hang-range 
striking capabilities nod adding to air defease, the MU Eblon 
MOBtatiift an srnsy of two and one half Billion w. as tradition 
of universal ailitary training 1» being continued, itoteralsatlan 
iw not t«an neglected. Hi© Soviet Away today is fully «^d$po& 
with a postwar gyration of tacks aod artillexy* 25«sir policy 
is one of maintaining massive conventional forces while adding 
advanced weapons systems. 

Bus Soviet sparine strength today Is assay titan a the 
street with which Geirany entered »rM mp II. &1# force 
pose# a sr&TO threat to Allied task to acme sad mu lines of 
cdiKUfxica ties i . Ills believe that for .years the Soviet aiib-crevs have 
fasdllarlsod themselves with world waterways by serving In Bloc 
merchant ships m& fishing fleets, the sics of tbs m 

fleet now mmm well established^ the future tread will be toward 
nuclear-prcpelled and missile -launchine types. 

All this costs the Servlets a great deal of money , Bespits 
the Krealtn leader# claim to be pursuing a policy of n pmm£v&. 
oo-exisbeacc, ” military outlays enjoy a first priority in their 
pi earning. Use WS58*® aHitery effort, as a preporfeioo of gross 
national product, is greater than that of ary other nation in the 
world. Stated another way, this means that % be diversion of 

•. : - -.. 5 ' . i‘ , - , '" .4 h 

• 1 f l • . ? • ‘ ri^ 

economic resources to military support Is without any parallel 

■\ 

i» the peacetime history of tbs i#e«t. 
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The Soviets hide much of their Mittary expenditures behind 
a veil osr secrecy. What they msaemm as "defense myesMtoma, n 
a cm line entry la the annual budget, cannot cover nsro than 
clout 6o per cent of their total effort. fi» nwktoder 1® buried 
la huflgswwry accounts vlth innocuous title®., for ea®us&e, aost 
military roeearcfc and aevelcpaent is paid fox out of m account 
labelled,. "Social, and Cultural ^aaSSturos, 1 ' 

4b tionrtet military capabilities have grown, their foreign 
policy bits beecs® more abortive, la 1956 during the Sue® crisis, 
Edssilc. settling was first unveiled a® a sew tactic of Soviet 
diplomacy. The Hass of conflict with the Hast haw been mm 
sharply elrowa is the pest year. The Comaaist® have deliberately 
boon agitating t m of the cost dangerous and potentially explosive 
areas of the world — 5S» Missus Straits sod Berlin. 

1 dct not Interpret this increased belligerence to mean that 
the Soviet IMon is plarcxine to provoke the t&ited States into a 
war. Hay hove great respect for our capability t» devastate 
the USSR, They will continue to probe and to test, and via are 
feasible will support other countries in aggression by prosy. 

I wcuM lit* to turn to the highlight® of tbs scononte 
expects of the Soviet challenge. ®e new confidence of BQirushctev, 
tii© very vocal Soviet leader, roots on Ms conviction that tbs 
final victory of cawualam will be achieved mainly by ncm*iailit»zy 
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wamm* $3 m psxKse^nga of tb a recent SXsrfc Sarty Congress laid 
out tide Objective without •q^woctabQB* I think of It as the 
soviet etKsnoslc order of battle. 

ffimisfcctev la six tears and tea sdnutee of «per4oe iwasdtot 
sad threw sad a half hours of closing reearss, said la effect, 
"J2ae nain task is the further devetopar.t of the 
soossoEatc might of the Soviet union ***** m tb© teats 
of idte priority growth of heavy industry ***** which 
eriUUk insure tte victory Of the Soviet Jfoiob in peaceful 

eeoncsaic ccmiyotltiOE with the capitalist counties 

our success la the msmxrnt of the plan will attract 
sdUULlon* of new adherents ***** and give a 

decisive edge in. the iates^atiaoal balance of power .*♦•*" 
Bov serious is the challenge of Soviet mmm&c growth? 
Before looking into the future, let's take a stab® to review the 
pant * An hm teen. aptly sold, the past la the prologue of the 
future. 

In i&s short space of 30 years, the Soviet Union hews pw 
f as a miatively backward nation tot© the second largest econcey 
in the world. It is true tost their teadlaog pace of industrial- 
ization lias slowed down eodemtcly to the past few years. I find 
a© ccBtftert to this* It is not li®orte»t that tte Soviet rate of 
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teTOlopaant has aderated. Khat is iagjortaat is that it con- 
tlmw* to ue far sore rapid than mar em. 

lat's loolc at osns recent history. Buying it® past seven 
year©, Soviet latetry ha© grtm» at an annual mi© of 9| per 
meat. Bala i® not tbs official sate the assists haws wmmm fid. 



two and a half times as rapidly m industry in tbs Ifoited States. 


I do not conclude from this analysis that the secret of 


soviet success lie© in. greater efficiency. On tbs ©eufcruy* to 



States. 1 define smtianal policy purposes to include, ©mease 
otter icings, defense aasd imeetwot la iteuatry. 
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d®S0f®t* 


than ir. -the investment field* first of ally Soviet mtional pro- 
duct is <5nly sos© to to 45 per ca&t of 06 r^tlosml product. 


Bowver, the dollar value of soviet limstsaajt is already nbout 
three quarters of th&t of the EB* 


9> 


/, Soviet investment in industry i« aev naming; mm* 
oJrxr*-^4~ |i ct*a /tA~' it-wu ; / ^ C~] < 

Jgrtergff" ger c e nt M ^g? 1 t&gn 1 sods ou t lays in tmrmtx mm sU ssr* 

In <jCK®fflrteoa # our capital easranditureo for traeaportatioc 
m& mm mm than double the eo^panAOe soviet 

ojcpemlit'.iree. 2Me reflects, in large part, our maaivo M 
building progra®. 10 tavegtiaeiat ^pending for 
rawing 15 t so 20 time cc*s*roblo Sonet spending* 

Ctoeiaerclal investment, which includes 
center a, and drlve-Je-wviee, has been absorbing over six biHlen 
dollars a year in the US* compared to lees tlwaa two billion in 


the USSR. 

Our Lowing iaveetnent Mm been mmlng neatly twice that 
of the Soviets, «ns though living space per capita in the 
Utatbst States le already over four tlaes that is- the USSR. 

Furibcr, although the Soviet economy Me increased its 
output of coasusaer goods in recent years, production of consumer 
durables is £br below that of the IB* For «&euKg)le, in 1958 


the USSR mmifactured only oon-tenth the nustwar of home 
rofrigawstors and froeaere as the IB and only one -seventh the 


Approved For Release 2001/08/30 : CIA-RDP62S00545A0001 001 00049-2 




Approved For Release 2001/08/30 : CIA-RDP62S00545A0001 001 00049-2 

- 9 ~ 


nue&cr 05.* bom mshizig -mchime, Wu?Zhermre f moat at the W 
m&Z&m t i4S for replamaent, vlille that of the tJSSB Xz tar first 

tiSSB USfcrSU 

In 193©# & had, ym r for the 15 auto industry, no still 
produced shout 35 times the uucfcer of poas©a@er ewe as the 
IS®'* Idirusbchev ©eye th© Soviet people ere ob the road fwm 



tom, Osaent output is set at a Isreol ecaewiiat higher tte®. 
iMuotry foreasto place United State© production in. 1965* 
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Tba energy ham in to be rvrroluticnlsed. Crufl* oil- and 
saturnl *!&£ «U1 eeastiiasfee sacra than am halt car the total 
««Wr &<$>p3[y, and relatively hi&x mat coal -win be far less 
isapartaat than raw. 

% 19$$» the CBSE plana to produce about bflK> billion kSMmtt 
tour* of electricity. As your mas oc^srstiv© study pointed out, 
this mans that the Absolute gap between IB and IBSS power pro- 
duction v& 2 X Sacroaae aoembat over tbs nest sews years. 

*w*p iatereatine study I'Sesivcd a ©i^itoabM aaouut of 
deserved pt feU cl% * Uhfortremtcdy, coca cco&ent&tors concluded 
ftws jaaa? findings that the absolute @ap between IB sod USSR 
producticaa would continue to increase across the board. 

A ect^risosa of prismy energy production in the two 
countries! stows that this is not so. Soviet production of coal, 
petroleum, natural $es and hydroelectric power, e^reaasd, in 
standard fuel units, aaounted to l »5 per cent of the tB in 195a. 

% 19^ it «£U. b© does to- 60 per cent, fiat salute cap 'tm 
been closing since 1950, It idU continue to narrow- over the next 
seven years . 

Similarly, the absolute ^p in ttesa production has beeti 
■' dosing' over the poet five years. The mxSmm m& in steel 
oapaelty apparently «g reached in. 1956. 
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1% :1b clear that the om&mM m illusion spread the 
"dleciplw of the absoltite gsp" bats beer* ottered. 
am ovmr-SttJsen those vedl-cieeaiiig; people who shrugged off the 
soviet rate of gxwth as "no p^bj«a n because atHWiote iisenaso® 
in output wore running higher In tbs IIS than in the 0®SB. 

At saae ttee, it Is ii®j©rtaat not to 
prss^eete in the eeosossic race* la the 

the iJWasjMng of the Seven Year Mm, JChrusfcclssv sade & maSher 
of etabcaaorts shout Soviet eoonoKtc power which mm wilful 
thinking. Specifically he abated that, "after the oaepletton 
of the Shve&i Year Han, ne vill probably need about five mm 
years to catch up with and outstrip the Waited States in indus- 
trial etpjpwt* Saw, by that tiae or perils even 

the soviet i&iion will advance to first piece in the world both in 
absolute voliiwe of production and In per capita production." 

First of all, to reach such isp?chsble conclusions, the 
Kreasliii Jitters overstate their present coep&mtive posit ben, 

2hey dafLn U&8K industrial output to be 50 per cent of that of 
the OS. Bowver, their om data on electric poser input into 
industry in 195b vara per cent, not 50 .per cant, of eot^arable 
power injjtut into US industry. 1 tow CUT m mg ic in the Corasuclet 
system etilebt would paradt the value of output to be 

in relation to inputs* Further, eU of our own 
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off soviet industrial output last year ms about 40 pas? cent of 
oar oar.* 


growth will fe© only two poo- ©eat a year. If tbt» i» true, tin 
Halted states will b© virtually cocs&ttiag economic suicide. 

% 1965, we would lwm a burden off wsssplopirAt were® than that 
la. tins 15Q0*a* Hiis prediction I regard as 

k sore amltutto projection would place 1965 Soviet in- 
dustrial production at about 55 per cent of oar own* Hr XJ/O, 
osmsaing the ease Native rates of gAMrtft* 51 SR industrial 
as a vboix*, would be about 60 per cent off that .Is t*b® Qhlted States 
Jfuriaier, when ISfcrwBhehwr pxcssims lade people the world's 
Mghsat iFtanJard of living by XfjfO* this ia patently aonseixa©* 

It is an the- efoxixp bad learned to etktai&e* to use one off 

Me ooloifful ocstsente. 

Une Soviet ejeaggcmtlcns am a standard tool off Gmsmm let 
prcgSNP^ta* ft® propaganda should not blisd us, however, to the 
sobering i*i?Ucati0na off tbair eapeeted economic progress, 

Mitt iff sdl, rapid econctsie growth win provide the KrmLin 
leaders with adHtiCKal mmmm- to Intensify the arms mm* It 
recent treads continue, 1 would not bo surprised to see Soviet 
xmtMqr spending ' increase by ovwr S& per mat ia the newt rnerni 
years, 'lie ffuilher stmugths»lae of great solitary power. 
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apparently believes, will deter the frost countering 
Soviet Bloc adventurls*?!. 


ami be es&e 


of livtog of the Russian pec©de. It is only since the death of 
stallr* tt»t serious Attention las been given to l2$?£0*tog the 


of living of the Bum$m people. 5&e insiomt© alow- 
dom la toe headlong growth of heavy industry has been caused, 
la large part, fey the diversion of resources to housing, to 
agrloultiire., and to naaawn*? goods. 

v. i'- - , ; : ; : 

living srfccwsOarde, based so present Soviet plane, are os* 

tnvtx t-hiAjjL. 

pected to increase about 50 per cent over the next serves years. 
SMs leva!, if achieved, «SiX still be far below that our own 
dittoes# so 1 ® enjoying. However, it will loo& very good to the 
peoples <af lasdtrtlev^loped countries, and sao-st i^portently, 
represent a gaal such countries could bops to achieve fey following 
the Cosisaanist pattern of 


FiiiHly, aeMeve^Jt of the goals of the Soviet Sown Mr 
Flan wilt provide the id)ere^th*all to push the espsmsion of 
COB®uni«a in the isaxasatoted nations. By W&5* Soviet output 
of muy laasie mv mtertols ar«ft laflustriaX products vill be 


States* Host proartofiistly, these products vill the Mud that 
are nee&sd for industrial! action to the- lees developed countries. 
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33® out-coro Off this contest* the Ccos&ualst ahaiiftnftp in 



33® wW 1# in «a u&i««e0StotaS. epoch of eheo©®. j Hfcn&n 

A\^jl<U ,rv«k. 

littO® sore than ton yaoxBj over to@e quarters of a jtajBiion 
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tmimSLeSsm am ej^ogsa to econeeto activities. Ofchars are 
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of Soviet, mat© ctMtizm to create a el-tote ia 

autowalesj ami grow-* 




tiiaoe greater than tisit of tlse UB, 

1957, Soviet me tt-m Wttm 3me0v tfcati 

tlmt of tbs IB, and that 


i 
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too first quarter decline la OB production -wip©d out 
IB increases la recent years* 

toe artist siM Ms socialist, realism to the mi of 
the statistical ssMputotien* toe HJSR line Is bodied by a 
wm§sm oil cracking plant witfo tomlin-lifee baroque clock 
towers* toe IB is represented % a pot-bollied, dark 
Utecbe Sen, standing m the HQ production lire asad beading far 
baclrwards la order to vlev the exhaulted level of Soviet pro- 
duction. to cap it all, Ghele Sw‘6 leg is eofcPeMnntly placed 
to hide ©ur best years of growth. 

to a sopMstleated audience,, this crude seM|Atotl<m would 
be b&ugked sway. Ba t it ie aised at a sa«d-literate spm^ of 
Indian m& to this audience, it la effective . toe 

Isuge Indian state af Kerala la now ipvemod by Cot^uaiata-* 
jattaigb still anil; the CoraiBMirfe party la growing. 

tortrfng to the J&ddle tost, Iraq, provides a prise 
of the epporbimlsile nature of the Bloc's aid peograra* 

Prior to the coup d'etat on July l&tfe last year, Iraq's 
©concede iirvolvataent with Commiet nations bod bee - 
In the peat nine months, the 
of military and econoeslc dsoMep®».t credits, to® Iraq 
toiv^qpKi»t Board has dropped its two Western a&vieoro. ttostexn 
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vans oloo diosdssed and several o®itasat# «ith ^satara 


cancelled. I&eaw&ingly*. teseral Quselia’s rggliae is depend-- 
©nt on dctssstic eces&miot sa^port to solataia itself j the 
of Oeamastdsbs in bleb ©broweM posts Is g3W*d»g. 

As Ja the OeNHaaaMs adopt progress® utiicli sound appealing 
to sway people in uj^Sordevnlc^^d Ttm ape always the 

prgp©ocr>1® of ponce, consistence, nntdMjodordsdiiKa# anti *4j6^rlslis&, 
and ijoeltdw wtionallaw. A ttoecov tminod Oowmiirt my, for 
sontbs brs& even years, identify Massif eoi^letaXy vltb n&tfoml 


opfettSoAB# 31#- taw colors as an agent of 
do not sfttew until tbs Jteteful day of takeover*- 

In eddiiioa to fte people of the fetesmUnoal G&sssamist «mre- 


nenb, tint 


MtlHaM of 


in 


loon! lar^ufit^a aw ptfcliotjea and circulated. ’Text “boots are 
imSM far actaooX cMlfb’ec. Coudc ©tripe an used axta&iaivaly 
to get across the Qomadst 'mum& to the lass eduoated j?©c© 1©* 
a* iovicfte and tins Ctorasurdst CMxwn* do sacra pnope^saiia radio 
b;ro®deas1deg than all of the nest of the countries of the world 
put tsogetsbssr . £ fbey Metrlbvrte several wga&lass and 

iie^fpsspe.'!'G ? py&linhed in VO difftexmit bandages, all of which 
^par to be originated locally but. which o&rxy the m$sm@s of 


the &©©3d.n. 
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% purpose today toe been to outline for you tto d&aassteie 
a£ the Soviet ctoliense. 

In mstism m*st©e, the diwraprr tos been faced end contained. 
Th& extensive Ocswadet penel3?sd&oia of Greece and the threat to 
Turkey %».xo thrown back by t&o CreeMJ-^urkisli assistance progm®. 
33» mmhsXl mm m& WTO end the i rl&mm program for Wet 
-gtago poao oeilty have mjbst^ntlally reduced Oosesmist power la the 
Mat several years. ft&t Oooaordst Party still to© powerful 
Influence in the labor senreaeute of France end Italy but even is 
tiscs© countries the advance of <KJE&ae*«i§ra to© be^a decisively 
etoo feed. 

& aaoy other ame of tbs world there is sat yet an adequate 
\aideretan ding of Hie subversive peril of 'Corasuni^si* W@ .syft 
realit© that tto choice between soanlw and Creeds® ie not 
always m simple and easy a decision for great aassee of people 
m It ©debt ©gssa to us. 

In too setay of Asia «nd Africa, per capita ixmtmm 

average less than 1100 a year. Life expectable s ©$& half theoe 
oS the advarced rations of the Best. Illiteracy is the rule, 
not the € 5 ^coptior £ . le these people, determined to establish 
quickly e. decent standard of living, the Soviet story of topid 
econoBde growth is a w©aet * 
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Van ?ro»» World tm the resources to neet, cwtodn and crmroom 
the chsdJjsr&i of Soviet poser. Ao ti» strongest nation in the ' 

Fro** world, tbs Halted States aunt he the leader, tte neJL ^©sr* 

as 1 «m It, is tim possibility of our eoasdftomt satisfaction, 

/ 

our jpeoootpixtdUm n&tfe raising tine already high standards of living 
of the w*rid*B sost affluent society. 33a tra^sdy of our ties 
mod be to fail to recognise the realities of the Soviet elnsli«R$®, 
to fail to meet to it vitfa the vt©sr sad force its grants rwiaims. 
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